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Proposed rules would subject homes to greater scrutiny before FHA

insures the mortgage
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In an effort to close the door on property-flipping scams, Congress is moving to
tighten controls on government-backed mortgages.

Proposed rules require that homes purchased with Federal Housing

Administration-insured mortgages receive either an FHA- certified inspection or

a 10-year warranty on the property.

Sen. Jon Corzine (D-N.J.), a member of the Banking, Housing and Urban Affairs
Committee, said the proposed rules are the latest push to address the scams,
which continue to be a serious problem in New Jersey as well as elsewhere.

"The language is a critical first step in protecting the FHA program and first-time
home buyers against fraud. It should prevent foreclosures that are a result of
house-flipping schemes that thrive due to the lack of certified appraisals or home

inspections,"” said Corzine.

The proposals are incorporated into the current appropriations bill for the
Veterans Affairs and the Housing and Urban Development departments, which
is expected to go before the full Senate next week.

Flipping scams typically involve property buyers, lenders and appraisers working
together as a team. They buy dilapidated houses in poor neighborhoods,
artificially inflate their value with cosmetic renovations, then sell them at double

or triple the price -- sometimes "flipping" them overnight.

Frequently the buyer cannot qualify for a conventional mortgage and finances
the home through an FHA-insured loan, without a down payment. The buyer,
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stretched to the limit by the monthly mortgage payment, defaults after
discovering the house needs major repairs.

Earlier this year, the FHA imposed its own new rules, saying it would no longer
insure mortgages on properties sold more than once within 90 days. At the
same time, lenders are now required to obtain an additional and independent
appraisal if a repeat sale occurs between 91 and 180 days.

HUD officials said it is too early to measure any impact of the rules they put in
place in June. They said the department would have no response on the
changes being considered by Congress until the enactment of the
appropriations bill.

Consumer advocates, however, said there were still too many loopholes to put
an end to flipping scams. Phyllis Salowe-Kaye, executive director of New Jersey
Citizen Action -- which has been working to help dozens of victims refinance
houses that turned out to be worth far less than they paid -- noted that New
Jersey does not certify home inspectors.

"Obviously everything they can do to put in more stopgaps in predatory lending
is good, but they could be made stronger," she said.

Flipping has plagued inner-city communities throughout the country in recent
years. New Jersey continues a consumer fraud probe in the case of a group of
companies that operated in Essex and Union counties more than two years ago
under a string of names, including the Eon Institute and Neighborhood
Properties Group.

The now-defunct companies and more than a dozen individuals connected with
the firms, its lenders and appraisers were charged last year with predatory
lending tactics, unconscionable business practices and consumer fraud. They
also were accused of violating New Jersey's discrimination laws by deliberately
targeting minority home buyers.

While the charges are pending, one appraiser has lost his license.

Barry Fauntleroy, a Mendham entrepreneur and former radio personality, was
described by the state as the mastermind of the scheme. He has yet to answer
the civil complaint drawn up in May 2002. "We have not been able to serve him,
said a spokeswoman for the state Division of Consumer Affairs.

» Send This Page | » Print This Page

Copyright 2003 The Star-Ledger. Used by NJ.com with permission.

MORE NEW JERSEY NEWS

» Defense teams oppose Seton fire gag order
» Survey charts revival on the Hackensack
» St. Barnabas and Horizon sign pact

More Stories | 14-Day Archive | Complete News Index

The Beast Local Classifiads

| g |E1.reryth'rng Jersey
-

» Get Home Delive
» Carriers Wanted

» Newspapers in Education

» Donate to The Fresh Air Fund

» Click, Shop and Save $$ with The Star-
Ledger's Money Book!

» Star-Ledger Financial Series
Conference

» Place Classifieds

» The Star-Ledger Active Adult
Communities

» The Star-Ledger Commercial/Industrial
Real Estate

» Star Ledger Ads

» Star Ledger Auto Exchange

» Contact Us

» Advertise With Us

>> Smart People Need Smart Lawyers-

Coleman Law Firm

>> Visit S| Bank & Trust

>> Archdiocese of Newark/Catholic
Cemeteries-Click here for locations and
information.

>> Centenary College is New Jerseys
most convenient solution for adult
education. Request your free information
kit now.

http://www.nj.com/news/ledger/jersey/index.ssf?/base/news-4/106446912495930.xml (2 of 3) [9/26/2003 11:27:41 AM]


http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ04/LedgerClick1.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ04/LedgerClick2.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ04/LedgerClick3.html/
http://newarkfreshairfund.org/
http://www.nj.com/moneybook
http://www.nj.com/moneybook
http://www.nj.com/personalwealth
http://www.nj.com/personalwealth
http://www.nj.com/placead/
http://www.nj.com/realestate/slactiveadult
http://www.nj.com/realestate/slactiveadult
http://www.nj.com/realestate/slcommercial/
http://www.nj.com/realestate/slcommercial/
http://www.nj.com/shoppers/index.ssf?/cgi-bin/sg.cgi/njo/sg-subcat-list.ata?category=1666
http://www.nj.com/shoppers/index.ssf?/cgi-bin/sg.cgi/njo/sg-subcat-list.ata?category=1806
http://www.starledger.com/contact.asp
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/60280823/Sponsor3/NJONLINE/CABLEVISION02NJ03/Cablevision190x60_dlvy3.html/39633231336331613366366231653430?60280823
http://www.nj.com/mediakit/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/244321638/TxtLink1/NJONLINE/COLELAW01NJ06/ColemanTXT.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/244321638/TxtLink1/NJONLINE/COLELAW01NJ06/ColemanTXT.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/1331468535/TxtLink2/NJONLINE/SIBANKTRUST05NJ06/SIBankNewsTxt.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/133268755/TxtLink3/NJONLINE/ARCHDIONWK01NJ05/ArchNwkTxt.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/133268755/TxtLink3/NJONLINE/ARCHDIONWK01NJ05/ArchNwkTxt.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/133268755/TxtLink3/NJONLINE/ARCHDIONWK01NJ05/ArchNwkTxt.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/583868690/TxtLink4/NJONLINE/CENTENARY10NJ02/CapsTxt3.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/583868690/TxtLink4/NJONLINE/CENTENARY10NJ02/CapsTxt3.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/583868690/TxtLink4/NJONLINE/CENTENARY10NJ02/CapsTxt3.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/583868690/TxtLink4/NJONLINE/CENTENARY10NJ02/CapsTxt3.html/39633231336331613366366231653430?2003.09.26.15.28.50
http://www.nj.com/sendthispage/sendthispage.ssf
http://www.nj.com/printer/printer.ssf?/base/news-4/106446912495930.xml
http://www.nj.com/news/ledger/jersey/index.ssf?/base/news-4/1064555722175300.xml
http://www.nj.com/news/ledger/jersey/index.ssf?/base/news-4/1064555727175300.xml
http://www.nj.com/news/ledger/jersey/index.ssf?/base/news-4/1064555734175300.xml
http://www.nj.com/news/ledger/jersey/
http://www.nj.com/news/ledger/jersey/index.ssf?fourteendays
http://www.nj.com/news/ledger/index/

Senators combat house-flipping scam

The Best Local Classifieds: Jobs | Autos | Real Estate | Place An Ad

Special Home Delivery Offers!
The Star-Ledger | The Times, Trenton | The Jersey Journal
r SUBSCRIBE— Gloucester Co. Times | The Express-Times
e Bridgeton News | Today's Sunbeam

About Us | Help/Feedback | Advertise With Us

Use of this site constitutes acceptance of our User Agreement. Please read our Privacy Policy.
© 2003 NJ.com. All Rights Reserved.

1 &
Ad
Mageee® | [T
m News+Biz | Local | Sports | Forums+Chat | Cams+Radio | Living |Entertainment CLASSIFIEDS

Get The Bes! Local...
Jobs | Autos | Real Estate

All Classifieds | Place An Ad

http://www.nj.com/news/ledger/jersey/index.ssf?/base/news-4/106446912495930.xml (3 of 3) [9/26/2003 11:27:41 AM]


http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/ClassClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/JobsClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/AutosClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/RealEstateClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/PlaceAdClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/SubLedgeClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/SubTimesClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/SubJournalClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/GloucesterClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/ExpressClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/BridgeClick.html/
http://ads1.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/////ProxyLink/NJONLINE/CLICK_NJ10/SunClick.html/
http://www.nj.com/aboutus/
http://www.nj.com/contactus/
http://www.nj.com/mediakit/
http://www.nj.com/useragreement/
http://www.nj.com/privacypolicy/
http://www.nj.com/
http://www.advance.net/
http://www.nj.com/
http://www.nj.com/classifieds/
http://www.nj.com/entertainment/
http://www.nj.com/living/
http://www.nj.com/live/
http://www.nj.com/forums/
http://www.nj.com/sports/
http://www.nj.com/local/
http://www.nj.com/news/
http://www.nj.com/
http://www.nj.com/jobs/
http://www.nj.com/autos/
http://www.nj.com/realestate/
http://www.nj.com/classifieds/
http://www.nj.com/placead/
http://ads2.udc.advance.net/RealMedia/ads/click_lx.ads/www.nj.com/news/ledger/jersey/index.ssf//base/news-4/106446912495930.xml/1604658529/Popup/default/empty.gif/39633231336331613366366231653430

	nj.com
	Senators combat house-flipping scam


	ODJBPLGPALFNKLODMBPOHAGFLLLMFFAD: 
	form1: 
	x: 
	f1: njo
	f2: 
	f3: 09/26/03 09/25/03 09/24/03 09/23/03 09/22/03 09/21/03 09/20/03 09/19/03 09/18/03 09/17/03 09/16/03 09/15/03 09/14/03 09/13/03
	f4: 20
	f5: [Pick Newspaper]
	f6: Enter Keyword(s)

	f7: 

	form2: 
	x: 
	f1: 219
	f2: NJ
	f3: Enter Category

	f4: 




